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HOGS  ON  FARMS  DECEMBER  1,  FARROWINGS,  AND  PIG  CROPS 


Item 

1976 

1977 

1978 

1979^ 

1978/77 

1,000  head 

1,000  head 

1,000  head 

1,000  head 

%  change 

Inventory   

54,934 

56,539 

59,860 

+6 

Breeding  

8,011 

8,604 

9,558 

+  11 

Market   

46,923 

47,935 

50,303 

+5 

-60  lb  

18,714 

19,424 

21,081 

+9 

60-119  lb  

12,307 

12,399 

12,965 

+5 

120-179  lb  

8,932 

9,110 

9,326 

+2 

180  -Hb  

6,970 

7,002 

6,930 

-1 

Sows  farrowing 

Dec. -May   

b.lll 

6,050 

6,015 

6,903 

-1 

June-Nov  

5,850 

6,009 

6,375 

(+15) 

+6 

■Pig  crops 

Dec. -May   

42,177 

42,960 

42,341 

49,356 

-1 

June-Nov  

42,218 

43,202 

45,840 

(+17) 

+6 

Pigs  per  litter 

Dec. -May   

7.30 

7.10 

7.04 

7.15 

-1 

June-Nov  

7.22 

7.19 

7.19 

(+2) 

0 

'  Intentions. 


LIVESTOCK  AND  MEAT  SITUATION 


EXPANDED  PORK  PRODUCTION  SEEN  FOR  1979 
By  Robert  Remmele 


Pork  producers  are  increasing  sow 
farrowings  in  response  to  the  favor- 
able hog-feed  price  relationships 
that  prevailed  for  most  of  1978. 
The  December  1978  Hogs  and  Pigs 
report  showed  10  percent  more  sows 
farrowed  during  September -November 
of  1978  than  the  previous  year. 
Pork  producers  are  also  reported  to 
be  planning  a  substantial  increase 
in  the  number  of  sows  to  farrow 
during  December-May .     Producers  in 
14  States,  for  which  quarterly 
estimates  are  made,  plan  to  farrow 
12  percent  more  sows  during  the 
winter  quarter  and  16  percent  more 
during  the  spring  quarter. 

Hogs  slaughtered  during  the  winter 
quarter  will  largely  be  drawn. from 
the  December  1  inventory  of  market 
hogs  weighing  over  60  pounds.  Since 
there  were  2  percent  more  hogs  in 
this  weight  class  than  the  previous 
year,  winter  quarter  hog  slaughter 
likely  will  increase  by  a  similar 
percentage . 

Hogs  slaughtered  during  the  spring 
quarter  will  come  mainly  from  the 
inventory  of  market  hogs  weighing 
less  than  60  pounds .     There  were  9 
percent  more  hogs  in  this  weight 
class  than  a  year  earlier.  Thus, 
slaughter  in  the  spring  quarter  may 
be  8  to  10  percent  greater  than  last 
year.     Winter  weather  may  reduce  the 
number  of  hogs  that  are  marketed 
during  the  spring  quarter.  Record 
low  temperatures  were  recorded  in 
some  parts  of  the  Midwest  during  the 
first  week  of  January.  Continued 


below  normal  temperatures  could 
reduce  rates  of  gain  and  death 
losses  may  once  again  be  high. 

The  number  of  cattle  in  feedlots 
in  7  States  on  December  1,  1978  was 
9  percent  greater  than  a  year  earli- 
er.    This  is  expected  to  keep  the 
number  of  cattle  marketed  from  feed- 
lots  above  year-earlier  levels  dur- 
ing the  first  quarter  of  1979.  How- 
ever, slaughter  of  cows  and  grass- 
fed  steers  and  heifers  is  likely  to 
be  about  20  percent  below  that  of 

1978.  Thus,  beef  production  is  ex- 
pected to  be  down  about  3  percent  in 
the  first  quarter.     If  pork  produc- 
tion is  2  percent  above  a  year  ear- 
lier during  the  first  quarter  of 

1979,  total  red  meat  production  may 
be  1  percent  below  a  year  ago. 
Broiler  production  during  the  winter 
may  increase  by  10  percent.  With 
these  meat  supplies,  hog  prices  may 
average  near  $48  per  hundredweight 
for  the  winter  quarter,  about  the 
same  as  a  year  ago . 

Second-quarter  red  meat  production 
may  remain  near  last  year's  level  if 
pork  production  increases  by  8-10 
percent  this  spring.     The  increased 
supply  of  pork  is  likely  to  be  off- 
set by  further  declines  in  beef  pro- 
duction.    Total  cattle  slaughter  may 
decline  by  more  than  5  percent;  how- 
ever, heavier  dressed  weights  are 
expected  to  limit  the  decrease  in 
beef  production  to  3-5  percent. 
Cattle  slaughter  during  the  second 
quarter  will  again  be  composed  of 
fewer  cows  and  grass-fed  steers  and 
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heifers  and  more  fed  cattle.  Broil- 
er production  is  expected  to  in- 
crease about  8  percent  from  1978 
levels.     The  prospective  increase  in 
pork  and  poultry  production  will  put 
downward  pressure  on  hog  prices,  but 
the  reduced  level  of  beef  production 
could  keep  second-quarter  hog  prices 
in  the  mid-$40's. 
Second-Half  Pork  Production  Up 

The  December  1978  Hogs  and  Pigs 
report  was  very  similar  to  the  pre- 
vious year''s  report.     The  1977  re- 
port indicated  9  percent  more  hogs 
kept  for  breeding  and  producers  in- 
tentions to  farrow  9  percent  more 
sows  during  December-May;  however, 
these  intentions  were  not  realized. 
The  December-May  farrowings  actually 
declined  1  percent.     There  is  more 
evidence  at  this  time  that  the  in- 
tentions of  December  1,   1978  will  be 
realized.     Sow  slaughter  as  a  per- 
cent of  total  hog  slaughter  has  been 
below  year-earlier  levels  since  the 
middle  of  1978.     Furthermore,  packer 
data  indicate  that  gilt  slaughter  as 
a  percent  of  barrow  and  gilt 
slaughter  has  remained  below  the 
previous  year's  level  throughout  the 
last  half  of  1978.     These  factors 
support  the  survey  results  which 
indicated  11  percent  more  hogs  kept 
for  breeding  as  of  December  1,  1978. 

If  12  percent  more  sows  are  actu- 
ally farrowed  in  the  winter  quarter 
and  the  litter  size  returns  to  the 
historical  trend,  the  pig  crop  could 
be  13-15  percent  greater.  Hog 
slaughter  and  pork  production  in  the 
summer  quarter  may  increase  by  a 
similar  percentage. 

The  March-May  pig  crop  may  be  up 
about  16  percent  if  planned  farrow- 
ings occur.     This  would  indicate 
that  slaughter  in  the  fourth  quarter 
may  be  up  about  16  percent  above  a 
year  ago.     However,  the  dressed 
weights  of  hogs  in  the  fourth  quar- 
ter of  1979  are  expected  to  be  lower 
than  the  fourth  quarter  of  1978. 


Thus,  pork  production  may  be  12-14 
percent  greater  than  a  year  earlier. 

The  likely  increase  in  pork  pro- 
duction for  the  second  half  of  1979 
would  reduce  prices  for  market  hogs 
from  year-earlier  levels.  Market 
hog  prices  may  average  near  $45  in 
the  third  quarter,  about  $3  below  a 
year  earlier.     Further  price  de- 
clines would  be  expected  for  the 
fourth  quarter,  with  prices  averag- 
ing in  the  low  $40's. 
Operations  and  Inventory 
by  Size  Groups 

The  December  Hogs  and  Pigs  report 
included,  for  the  first  time,  data 
for  hog  operations  by  size  of  opera- 
tion.    The  report  indicated  that 
78.5  percent  of  the  operations  sur- 
veyed had  an  inventory  of  1-99  hogs 
and  accounted  for  17.8  percent  of 
the  total  hog  inventory.  Operations 
with  100-499  hogs  accounted  for  17.8 
percent  of  the  operations  and  held 

45.1  percent  of  the  inventory.  Op- 
erations with  an  inventory  of  500  or 
more  hogs  made  up  only  3.7  percent 
of  the  operations  but  accounted  for 

37.2  percent  of  the  total  hog 
inventory. 


Sow  Slaughter  Balance  Sheet,  14  States 


December  1  breeding  . 

December- February 
Comm.  sow  slaughter' 
Gilts  added   

March  1  breeding  

March-May 
Comm.  sow  slaughter' 
Gilts  added   

June  1  breeding   

June-August  

Comm.  sow  slaughter' 
Gilts  added   

September  1  breeding  .  . 

September-November 
Comm.  sow  slaughter 
Gilts  added   

'  December  previous 
cial  sow  slaughter. 


1975 

1976 

1977 

1978 

Million  head 
7.4      6.3      6.4      6.8  7.3 


8.1 


1.0 
1.2 


.9 
.7 


.7  .9 

1.0  1.1 


7.6  6.1 

.9  .7 
.8  .8 


6.7 

.6 
1.0 


7.0  6.9 

.8  .8 
1.2  1.3 


7.5      6.2      7.1  7.4 


7.4 


1.3 
.6 


.7 
.5 


.7 
.4 


.9  .9 
.7  1.0 


6.8      6.0      6.8      7.2  7.5 


1.5 
1.0 


1.2 


1.0  1.0 
1.0  1.1 


.9 
1.5 


year.    85%  of  estimated  U.S.  commer- 
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Hogs  and  pigs,  breeding  inventory  and  sow  slaughter,  United  States' 


1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978  1 

1979 

Million  head 

December  1  breeding^  .  .  . 

9,645 

8,475 

8,650 

8,605 

7,389 

7,574 

8,011 

8,604 

9,558 

December-May  sow 

slaughter  

2,686 

2,303 

2,239 

2,257 

1,977 

1,505 

2,023 

2,002 

Gilts  added-December- 

May   

2,789 

2,975 

2,577 

2,475 

1,946 

2,319 

2,700 

2,242 

June  1  breeding   

9,748 

9,147 

8,988 

8,823 

7,358 

8,388 

3,688 

8,844 

June-November  sow 

.slaughter  

3,157 

2,765 

2,304 

3,316 

1.946 

2,017 

2,212 

2,073 

Gilts  added-June- 

November  

1,884 

2,268 

1,921 

1,882 

2,162 

1,640 

2,128 

2,787 

'  Estimated  commercial.  ^  December  previous  year. 
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Table  00— Hogs  and  Pigs  Balance  Sheet 


Commer- 

Commer- 

Year 

Dec.l 

Dec-May 

Total 

cial 

Other 

June  1 

June-Nov. 

Total 

cial 

Other 

inventory' 

pig  crop' 

supply 

slaughter 

disap- 

inventory 

pig  crop 

supply 

slaughter 

disap- 

Dec.-May 

pearance^ 

June-Nov. 

pearance^ 

1,000  head 

1964   

62,060 

47,682 

109,742 

43.776 

6,189 

59,777 

39,862 

99,639 

39.285 

4,248 

1965   

56,106 

42,526 

98.632 

40.579 

5,085 

52,968 

36,415 

89,383 

35,081 

3,783 

1966   

50,519 

45,471 

95.990 

35.331 

4,462 

56,197 

42,132 

98,329 

37,238 

3,966 

1967   

57,125 

48,117 

105.242 

41.803 

4,073 

59,366 

43,551 

102,917 

40,381 

3,718 

1968   

58,818 

49,077 

107.895 

43,093 

4,271 

60,531 

45.078 

105,609 

41.652 

3,128 

1969   

60,829 

46,521 

107.350 

44,015 

4,608 

58,727 

42,155 

100,882 

40.287 

3,549 

1970   

57,046 

52,126 

109,172 

40,749 

3,784 

64,639 

49,588 

114,227 

43,326 

3.616 

1971  

67,285 

51,918 

1 19,203 

49,087 

4,398 

65,718 

46,006 

111,724 

45,908 

3.404 

1972   

62.412 

47,523 

109,935 

45,108 

4.201 

60,626 

43,053 

103,677 

41,203 

3.457 

1973   

59.017 

46,125 

105,142 

40,292 

5.279 

59,571 

41,998 

101,569 

36,878 

4,077 

1974   

60,614 

44,792 

105,406 

41,183 

5.345 

58,878 

38,952 

97,830 

40.194 

2.943 

1975   

54,693 

35,530 

90,223 

37,854 

4.509 

47,860 

35.656 

83,516 

31.666 

2.583 

1976   

49,267 

42,177 

91,444 

34,691 

2.823 

53,930 

42,218 

96.148 

38.051 

3,163 

1977   

54,934 

42,960 

97,894 

39,435 

3.999 

54,460 

43,202 

97.662 

38.219 

2,904 

1978   

56.539 

42.341 

98,880 

38,941 

4,829 

55,110 

45,840 

100.950 

38,445 

2,645 

1979   

59,860 

'49,356 

109.216 

'  December  previous  year.  ^  Includes  imports,  exports,  death  loss,  farm  slaughter,  etc.  '  Intentions. 
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FACTORS  AFFECTING  CURRENT  EXPANSION  OF  HOG  PRODUCTION  1/ 


Historical  Perspective 

During  the  past  25  years,  the  hog 
industry  underwent  major  structural 
changes.     The  number  of  farms  re- 
porting sales  of  hogs  decreased,  av- 
erage size  of  the  hog  operation  in- 
creased, and  capital  was  substituted 
for  labor  in  the  hog  enterprise. 
Number  of  Producers 

According  to  1950  Census  data,  39 
percent  of  the  5.4  million  farms  in 
the  United  States  reported  sales  of 
hogs  and  pigs. 

Each  USDA  Hogs  and  Pigs  report 
since  1965  indicated  a  smaller  num- 
ber of  farms  engaged  in  hog  produc- 
tion (see  figure  1).     By  1978,  there 
were  2.7  million  farms  in  the  United 
States — about  half  the  number  re- 
ported in  1950.     Farms  with  hogs 
dropped  to  632,000  farms — about  24 
percent  of  all  farms. 
Location  of  the  Hog  Enterprise 

The  location  of  hog  production  has 
changed  little  since  1950.     The  Corn 
Belt  States  accounted  for  approxi- 
mately 66  percent  of  the  total  live- 
weight  of  hogs  produced  in  1977, 
only  1  percent  less  than  in  1950. 
Iowa  and  Illinois  have  been  the 
largest  hog  producers  throughout  the 
period.     Their  share  of  the  total 
number  of  sows  farrowing  has  re- 
mained near  36  percent  over  the  past 
25  years. 

The  Northern  Plains  States  in- 
creased their  share  of  the  total  hog 
output  from  10  to  13  percent  over 
the  period  1950-75.    The  Southeast- 
ern States  increased  their  share 
slightly  from  14  percent  in  1950  to 
15  percent  in  1975,  while  the  South- 
western States  dropped  from  3  to  2 


_1_/  Based  on  materials  provided  by 
Roy  Van  Arsdall,  Ronald  Gustafson, 
and  Robert  Remmele,  Agricultural 
Economists,  Commodity  Economics 
Division,  ESCS,  USDA. 


percent  of  total  production.  The 
share  contributed  by  all  other 
States  fell  from  5  percent  in  1950 
to  4  percent  in  1975. 
Hog  Production  Cycle 

Hog  production  in  the  past  has 
been  characterized  by  a  cycle  of 
about  4  years  in  length,  but  the 
cycle  was  much  more  pronounced  25 
years  ago  than  now.     Changing  prices 
for  market  hogs  and  feed  will  not 
have  as  great  an  effect  upon  hog 
production  as  in  the  past.  With 
many  operators  currently  using  capi- 
tal intensive  facilities,  the  ini- 
tial investment  in  facilities  and 
equipment  is  large.  However,  a 
smaller  proportion  of  the  total  cost 
per  hundredweight  of  hog  produced  is 
accounted  for  by  noncash  costs 
(items  for  which  payment  can  be  de- 
ferred in  the  short  run)  because  of 
more  efficient  use  of  the  expanded 
facilities.     Noncash  items  are  prin- 
cipally operator  and  family  labor, 
replacement  reserve  for  facilities 
and  equipment,  and  return  for  man- 
agement.    Producers  tend  to  stay  in 
business  even  if  prices  are  low  as 
long  as  they  can  cover  cash  costs 
plus  some  of  these  noncash  costs. 
The  supply  of  hogs,  therefore,  may 
not  change  as  much  from  year  to  year 
as  in  the  past. 

As  hog  production  facilities  have 
become  more  capital  intensive,  the 
importance  of  hog  prices  in  relation 
to  feed  costs  has  declined.     In  the 
past,  nearly  70  percent  of  the  total 
costs  were  feed  costs.     Current  es- 
timates indicate  feed  costs  account 
for  about  50  percent  of  all  cost 
outlays.     Nonfeed  costs  have  in- 
creased faster  than  feed  costs. 

Since  1977,  the  hog-corn  ratio  has 
been  over  20  to  1;  however,  pork 
production  expanded  by  only  4  per- 
cent in  1977,  and  production  in  1978 
was  less  than  1  percent  greater  than 


5 


1977.     These  small  increases  in  pork 
production  indicate  that  hog-corn 
price  ratios  above  20  to  1  may  be 
necessary  to  encourage  producers  to 
substantially  increase  pork  produc- 
tion.    Weather  and  disease  may  have 
waylaid  the  1978  expansion.  Accord- 
ing to  the  recent  Hogs  and  Pigs  re- 
port, expansion  may  begin  with  this 
spring's  pig  crop. 

Structural  Changes 

Only  about  20  percent  as  many 
farmers  sold  hogs  in  1977  as  in 
1950.     Hog  production  has  been 
shifting  rapidly  toward  larger  en- 
terprises.    The  1964  Census  of  Agri- 
culture showed  that  46  percent  of 
all  hog  sales  came  from  farms  sell- 
ing less  than  200  head  a  year.  Only 
7  percent  of  total  sales  came  from 
farms  selling  1,000  head  or  more 
annually.     By  1974,  only  24  percent 
of  sales  were  from  farms  selling 
fewer  than  200  head  a  year.  Farms 
selling  1,000  head  or  more  had  in- 
creased their  share  to  25  percent  of 
the  total.     In  1977,  the  market 
share  for  farms  selling  fewer  than 
200  head  annually  dropped  to  an  es- 
timated 18  percent  of  total  sales; 
those  selling  1,000  head  or  more 
produced  about  a  third  of  the  total. 

The  larger  enterprises  are  expect- 
ed to  become  increasingly  important. 
In  1979,  at  least  40  percent  of  all 
sales  probably  will  originate  on 
farms  selling  1,000  head  or  more. 

Nevertheless,  considerable  produc- 
tion still  comes  from  relatively 
small  enterprises.     The  500-999  head 
sales  class  contained  the  midpoint 
of  all  sales  in  1977.     Half  of  all 
sales  came  from  larger  enterprises; 
half  from  smaller  ones.     The  average 
enterprise  still  has  sales  in  the 
range  of  only  200  to  300  head  per 
year,  since  there  are  many  thousands 
of  farms  with  small  enterprises  and 
relatively  few  farms  with  large 
ones  . 

Hogs  are  seldom  produced  in  single 
enterprise  operations.    Most  hog 


producers  also  grow  grain.  However, 

an  increasing  number  of  farms  have 
discontinued  producing  hogs.  His- 
torically, the  hog  enterprise  on 
mixed  grain-hog  farms  has  been  vi- 
able due  to  the  use  of  excess  farm 
labor.     Frequently,  profits  from  the 
mixed  grain-hog  enterprises  were  in- 
vested in  more  land.     As  crop  acre- 
age expanded,  many  farmers  simply 
did  not  have  the  excess  labor  to 
continue  the  hog  enterprise.  In 
other  cases,  as  the  farmer  became 
older  and  his  farm  indebtedness  de- 
creased, the  hog  enterprise  was 
dropped  as  he  chose  to  slow  down. 
Good  steady  labor  is  a  limiting  fac- 
tor when  many  farmers  make  the 
choice  of  expanding  or  dropping  the 
hog  enterprise.     In  other  instances, 
off- farm  employment  becomes  a  viable 
alternative  in  the  non-cropping  sea- 
sons.    Producers  faced  with  the  need 
for  major  repairs  or  new  investment 
in  hog  facilities  are  confronted 
with  sharply  increased  costs;  some 
may  elect  to  drop  out  of  hog  produc- 
tion at  that  time. 

Type  of  Production  Technology 

Hogs  can  adapt  to  many  different 
conditions.     Some  are  still  produced 
on  woodland  pastures  with  little  or 
no  shelter.     Some  are  raised  in 
portable  housing  on  pasture.  Many 
are  handled  in  dry lot  situations 
consisting  of  some  type  of  shelter 
plus  a  paved  feeding  floor.  The 
trend,  however,   is  toward  special- 
ized buildings  for  each  phase  of 
production  with  emphasis  on  more 
confinement  and  greater  control  of 
all  aspects  of  production. 

Several  factors  have  combined  to 
foster  an  increase  in  specialized 
housing,   including  more  profitable 
alternatives  for  the  use  of  land, 
m.echanizat ion  of  materials  handling, 
desire  for  continuous  year-round 
production,  better  control  of  dis- 
ease and  parasites,  and  the  need  for 
better  control  of  hog  wastes.  His- 
torical data  are  not  available  to 
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show  the  rate  of  change  in  the  mix 
of  production  facilities,  but  over 
40  percent  of  all  hogs  sold  are  now 
produced  in  confinement  housing. 
Ten  to  20  percent  of  the  farrowing 
facilities  on  farms  in  1975  were  re- 
ported as  mixed  types  (confinement 
versus  open  housing) .     This  general- 
ly reflects  expanding  operations  in 
which  slotted  floor  houses  are  being 
added  and  old  houses  are  being  con- 
vert ed . 

Investments  in  facilities  per  unit 
of  production  have  noticeable  dis- 
continuities as  size  of  enterprise 
increases.     The  smallest  enterprises 
usually  do  not  include  modern  build- 
ings and  equipment,  but  unit  invest- 
ments are  relatively  high  because 
percent  of  capacity  used  is  quite 
low.     As  producers  enlarge  their  op- 
erations, new  technology  is  general- 
ly adopted.     Investment  per  unit  of 
production  often  increases  when  new 
facilities  are  first  added  because 
production  occurs  at  less  than  the 
capacity  of  these  facilities.  This 
reflects  the  addition  of  some  fixed 
components  which  could  serve  much 
larger  enterprises.     Further  expan- 
sion into  the  mid-size  range  of  en- 
terprises reduces  unit  investments 
by  allowing  for  more  complete  utili- 
zation of  facilities.     Finally,  pro- 
ducers with  the  larger  enterprises 
begin  to  install  the  most  sophisti- 
cated of  technologies.     Unit  invest- 
ments undergo  another  discrete  in- 
crease until  still  further  capacity 
utilization  makes  more  complete  use 
of  the  production  potentials  embod- 
ied in  these  newest  facilities. 
Producers  with  the  largest  enter- 
prises tend  to  operate  closest  to 
the  capacity  of  their  facilities. 
Cost  of  Production 

Prior  to  1973,  most  hog  producers 
faced  an  expanding  demand  for  meat 
and  relatively  stable  feed  prices. 
In  1973,  production  costs,  primarily 
feed,  began  to  increase  sharply.  By 
the  summer  of  1974,  corn  prices  were 


about  three  times  the  summer  1971 
level.     Most  other  input  prices  also 
rose,  adding  to  the  spiraling  cost 
of  production. 

Breeding  herds  underwent  a  sharp 
liquidation  in  1974;   in  1975  pork 
production  dropped  to  its  lowest 
level  in  many  years  and  hog  prices 
rose  rapidly.     This  attracted  some 
producers  back  into  the  business  and 
encouraged  others  to  expand  produc- 
tion even  though  feed  costs  were 
still  high  relative  to  the  pre-1973 
period.     Pork  production  has  contin- 
ued to  increase  since  1975.  But 
increases  anticipated  for  1977  and 
1978  were  less  than  would  have  been 
expected  under  similar  economic  con- 
ditions in  previous  years.  Although 
harsh  winters  during  the  past  2 
years,  larger  than  normal  death 
losses,  and  disease  problems  have 
had  a  big  influence  in  limiting  pork 
production  increases,  the  underlying 
factor  is  that  economic  conditions 
in  pork  production  are  no  longer 
similar  to  the  pre-1973  periods. 

Changes  in  prices,  cost  rates,  and 
former  production  guidelines  have 
been  sharply  altered  in  recent 
years.     Much  of  the  story  of  this 
change  lies  in  increasing  cost  com- 
ponents, especially  for  nonagri- 
cultural  inputs . 

The  costs  of  most  production  in- 
puts of  nonfarm  origin  have  in- 
creased continuously  for  several 
years.     Explosive  increases  in  these 
costs  occurred  in  1974  and  19  75. 
The  rate  of  increase  has  slowed  in 
more  recent  years,  but  the  level  of 
costs  of  nonfarm  inputs  remains 
rather  high. 

The  cost  of  farm-produced  inputs, 
such  as  grains  and  feeder  pigs,  has 
fluctuated  widely  from  year  to  year, 
sometimes  going  far  above  the  pre- 
vious year,  sometimes  falling  far 
below.     Similarly,  the  costs  of 
processed  inputs  of  farm  origin, 
such  as  soybean  meal,  have  fluctu- 
ated over  time. 
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1978  Costs 

The  preliminary  estimate  of  the 
average  cost  of  producing  hogs  in 
farrow-to-finish  enterprises  during 

1978  was  $48.50  per  hundredweight 
produced  versus  gross  returns  of 
nearly  $47.60  per  hundredweight. 
Returns  are  a  weighted  average  of 
receipts  from  barrow  and  gilt  sales 
and  cull  sow  sales.     In  1979,  costs 
are  expected  to  increase  moderately, 
while  receipts  may  run  below  those 
of  1978.     Cash  costs  of  production 
in  1978  (preliminary)  were  $32.80 
per  hundredweight.     Cash  costs  for 

1979  probably  will  increase  $l-$2 
per  hundredweight. 

Costs  differed  greatly  by  size  of 
farrow-to-finish  enterprise;  start- 
ing with  about  $60  per  hundredweight 
for  enterprises  selling  only  40  head 
a  year,  but  dropping  to  near  $42  per 
hundredweight  for  those  with  sales 
of  over  5,000  head.     Most  of  this 
decline  in  unit  cost  occurred  in 
noncash  costs  as  the  larger  produc- 
ers made  more  effective  use  of  fa- 
cilities and  reduced  their  labor  in- 
put.    Cash  costs  decreased  by  rela- 
tively small  amounts  and  unit  prices 
were  unaffected  by  size  of  enter- 
prise.    These  results  show  the  eco- 
nomic advantage  of  the  larger  enter- 
prises over  time  as  facilities  must 
be  replaced  or  new  producers  enter 
the  bus iness . 

Investments  in  these  larger  con- 
finement units  (1,000  head  of  sales 
or  more)  per  year  will  run  in  excess 
of  $100  per  head  sold.  Consequent- 
ly, a  slotted-f loor ,  environmental- 
ly-controlled 5,000-head  unit  with  a 
separate  farrowing  house,  nursery 
facilities,  finishing  barn,  and 
pollution  facilities  would  cost 
$500,000  or  more,  not  including 
operating  capital. 

Uncertaint  ies 

Recently,  large  producers  have 
been  able  to  cover  all  costs  of  pro- 
ducing hogs,  and  most  producers  have 
been  able  to  cover  cash  costs. 


Large  pi^oducers  are  increasing  pro- 
duction, but  total  output  has  not 
expanded  as  rapidly  as  expected. 
Beef  production  is  declining  cy- 
clically and  this  will  further 
strengthen  pork  demand  for  at  least 
the  next  few  years.     However,  other 
factors,  along  with  increased  in- 
vestment and  interest  costs,  will 
affect  producers'  decisions  to 
expand . 

Regulations  from  several  levels  of 
government  impact  the  industry. 
Pollution  regulations,  particularly 
in  the  North  Central  region  where 
expanding  urban  areas  have  intensi- 
fied these  problems,  have  been  a 
factor  in  reducing  or  eliminating 
hog  production.     Possible  antibiotic 
bans,  particularly  for  large  con- 
finement units,  given  the  high  death 
losses  and  disease  problems  of  the 
past  couple  of  years,   impose  serious 
reservations  for  at  least  the  short 
run.     Undoubtedly,  substitutes  can 
be  developed,  but  the  short  run  im- 
plications are  real  to  many  produc- 
ers.    In  addition,  possible  bans  on 
the  use  of  nitrites  in  cured  pork 
products  poses  a  serious  question 
from  the  demand  side.     Consumers  are 
familiar  with  cured  pork  products 
and  their  characteristics.  Changes 
in  the  cures  used,  particularly  if 
the  alternative  is  fresh  pork  sales, 
may  change  pork  consumption  levels. 
Regardless  of  whether  the  eventual 
decision  on  the  nitrite  issue  is  an 
immediate  ban,  gradual  imposition  of 
a  ban,  or  no  ban  at  all,   the  short 
run  effect  is  increased  producer  un- 
certainty and  consequently,  a  nega- 
tive factor  for  expansion  plans. 

Government  grain  policies  affect 
expansion  plans  in  two  ways .  Memor- 
ies of  rapidly  increasing  grain 
prices  in  the  mid-1970 's,  and  the 
subsequent  rapid  liquidation  and 
large  losses  in  1974,  are  all  too 
fresh  in  producers'  minds.  Grain 
prices  have  since  dropped  and  are 
relatively  stable  and  large  farmer- 
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owned  feed  grain  reserves  offer  more 
stability  in  the  future  than  in  the 
past,  but  still  with  the  importance 
of  agricultural  exports  and  the  un- 
certainty of  the  world  markets,  pro- 
ducers may  be  concerned  about  .future 
feed  price  rises. 

Secondly,  for  many  producers, 
particularly  those  who  have  owned 
their  land  for  several  years,  the 
new  farm  program  represents  a  fairly 
attractive  guaranteed  price  level 
for  grain  and  soybeans.     Many  hog 
producers  lack  the  incentive  to 
assume  further  risk  and  increased 
labor  demand  associated  with  in- 
creased hog  production. 

Expansion  of  crop  enterprises  on 
many  farms  has  reduced  labor  avail- 
ability.    The  choice  was  to  drop  or 
reduce  the  hog  enterprise,  especial- 
ly if  added  investment  was  needed, 
or  to  hire  an  additional  skilled 
worker.     Good  help  is  difficult  to 
find  and  keep.     For  other  hog  pro- 
ducers, the  choice  to  drop  the  en- 
terprise is  due  to  a  desire  to  slow 
down  or  possibly  take  an  off-farm 
job  with  better  hours  and  working 
conditions.     Today's  more  stable 
grain  prices  reduce  the  attractive- 
ness of  the  diversified  hog-grain 
operation  as  a  hedge  against  fluctu- 
ations in  farm  income. 

Future  Expansion 

Although  the  average  farrow-to- 
finish  enterprise  failed  to  cover 
all  costs  per  cwt.  of  hogs  sold  in 
1978,  computed  returns  did  exceed 
estimated  cash  costs  by  $14.80. 
Returns  are  expected  to  exceed  cash 
costs  by  nearly  $10  in  1979,  but 
probably  will  not  cover  all  costs. 
Note  that  all  costs  cover  a  wage  for 
family  labor  equivalent  to  wages 
paid  hired  labor  plus  a  return  to 
management . 

Thus,  on  the  average,  while  facil- 
ities could  not  be  replaced  profit- 
ably based  on  current  returns,  the 
average  producer  has  been  receiving 
almost  full  returns  for  all  noncash 
resources  used,  especially  in  1978. 


The  average  producer  could  not  have 
profitably  replaced  facilities  nor 
could  a  prospective  producer  operat- 
ing at  the  average  level  of  effic- 
iency profitably  expect  to  enter  the 
industry.     However,  well  managed 
larger  operations  have  done  better 
than  average  and  they  provide  the 
growth  element  in  the  industry  today. 

Profit  remains  the  chief  motive 
for  adjustment.     For  the  larger 
operations  profits  are  attractive. 
Income  on  historical  investments  has 
been  good  for  the  average  producer, 
but  only  fair  when  looking  ahead  to 
high  investment  costs.     With  nonfeed 
costs  now  about  equaling  feed  costs, 
producers  feel  they  have  less  con- 
trol over  costs,  although  much  of 
the/  grain  is  still  produced  and  fed 
on  the  same  farm. 

Expansion  probably  will  continue 
in  these  larger  units,  but  it  may  ' 
not  be  as  rapid  as  in  the  late 
1950 's  and  early  1970 's.     Once  the 
expansion  decision  is  made  and  the 
capital  investment  is  sunk,  these 
producers  will  be  less  inclined  to 
rapidly  reduce  production  levels  if 
hog  prices  fall.     This  means  that 
hog  production  in  the  future  may 
show  less  cyclical  supply  vari- 
ability, although  the  amplitude  of 
the  price  cycle  might  increase. 

Operations  With  Hogs  and  Percent  of 
Farms  With  Hog  Operations 

Thous.  Farms  Percent 
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Selected  price  statistics  for  meat  animals  and  meat 


Item 


SLAUGHTER  STEERS: 
Omaha: 

Choice,  900-1 100  lb  

Good,  900-1100  lb  

California,  Choice  900-1100  lb  

Colorado,  Choice  900-1100  lb  

Texas,  Choice  900-1100  lb  

SLAUGHTER  HEIFERS: 
Omaha: 

Choice,  900-1100  lb  

Good,  700-900  lb  

COWS: 
Omaha: 

Commercial  

Utility  

Cutter  

Canner   

VEALERS: 

Choice,  S.  St.  Paul  

FEEDER  STEERS: 
Kansas  City: 

Choice,  400-500  lb  

Choice,  600-700  lb  

Good,  600-700  lb  

All  weights  and  grades  

Amarillo: 

Choice,  600-700  lb  

Georgia  Auctions: 

Choice,  600-700  lb  

Good,  400-500  lb  

FEEDER  HEIFERS: 
Kansas  City: 

Choice,  400-500  lb  

Choice,  600-700  lb  

SLAUGHTER  HOGS: 
Barrows  and  Gilts: 
Omaha : 

Nos.  1  &  2.  200-220  lb  

All  weights  

Sioux  City  

7  markets   

Sows: 

7  markets   

FEEDER  PIGS: 

Nos.  1  &  2,  So.  Mo.,  40-50  lb.  (per  hd.) 

SLAUGHTER  LAMBS: 

Lambs,  Choice,  San  Angelo  

Lambs,  Choice,  So.  St.  Paul  

Ewes,  Good,  San  Angelo   

Ewes,  Good,  So.  St.  Paul   

FEEDER  LAMBS: 

Choice,  San  Angelo   

Choice,  So.  St.  Paul   

FARM  PRICES: 

Beef  cattle:   

Calves  

Hogs  

Sheep   

Lambs   

MEAT  PRICES: 
Wholesale: 

Midwest  Markets: 

Steer  beef.  Choice,  600-700  lb.  .  .  . 

Heifer  beef,  Choice,  500-600  lb.    .  . 

Cow  beef,  Canner  and  Cutter  

Pork  loins,  8-14  lb  

Pork  bellies,  12-14  lb  

Hams,  skinned,  14-17  lb  

East  Coast: 

Steer  beef,  Choice  600-700  lb  

Lamb,  Choice  and  Prime,  35-45  lb. 

Lamb,  Choice  and  Prime,  55-65  lb. 
West  Coast: 

Steer  Beef,  Choice,  600-700  lb.  .  .  . 
Retail:^ 

Beef,  Choice  

Veal   

Pork   

Lamb   ^  

Price  Indexes  (BLS.  1967  =  100)^ 

Wholesale  meat  

Retail  meat   

Beef  and  veal  

Pork   

Other  meats   

LIVESTOCK-FEED  RATIOS,  OMAHA' 

Beef  steer-corn  

Hog-corn   


1978 


Mar. 

Apr. 

May 

June 

July 

Aug. 

Sept. 

] 

1  Oct. 

Nov. 

Dec. 

Dollars  per  100  pounds 

48.66 

52 

52 

57 

28 

55 

38 

54 

59 

52.40 

54.26 

54.93 

53 

82 

54.54 

44.30 

47 

70 

51 

96 

50 

60 

60 

06 

48.59 

50.02 

50.67 

49 

97 

51.40 

55 

91 

59 

65 

58 

03 

55 

81 

52.95 

54.44 

-by 

52 

85 

Oo.Uo 

49.26 

53 

49 

58 

32 

56 

22 

54 

71 

52.09 

54.60 

54.46 

54 

18 

56.56 

49.21 

53 

10 

58 

23 

55 

94 

54 

48 

51.96 

54.19 

53 

70 

Db.oD 

'f  b .  i  b 

50 

93 

55 

24 

53 

45 

51 

71 

50.49 

51.82 

52 

27 

DA.Ub 

41.07 

44 

88 

48 

71 

47 

49 

47 

04 

45.44 

47.08 

48.71 

48 

64 

50.40 

33.78 

38 

18 

40 

28 

38 

80 

39 

40 

38.55 

40.46 

41.35 

40 

04 

42.46 

32.44 

36 

94 

39 

21 

37 

61 

38 

09 

37.85 

39.75 

40.46 

39 

30 

41.85 

30.68 

35 

38 

37 

34 

35 

98 

36 

66 

35.87 

38.23 

39.01 

38 

30 

40.27 

29 .04 

33 

22 

34 

74 

33 

48 

34 

41 

33.70 

35.79 

37.02 

36 

51 

38.62 

47.60 

69 

45 

77 

26 

73 

28 

75 

72 

81.66 

83.25 

81.82 

78 

60 

78.00 

57.64 

61 

10 

68 

17 

67 

00 

68 

42 

71  61 

74.51 

72.30 

73 

03 

78.27 

52.00 

55 

08 

60 

36 

58 

56 

60 

60 

63'.08 

64!46 

64.88 

64 

85 

69.83 

47.76 

51 

00 

57 

36 

53 

38 

55 

60 

56.30 

58.26 

57.62 

57 

14 

60.88 

51.39 

53 

81 

59 

85 

57 

42 

58 

67 

58.22 

60.23 

62.06 

60 

75 

64.19 

52.52 

54 

33 

59 

28 

57 

03 

59 

67 

59.92 

63.50 

61.75 

64 

15 

67.39 

48.90 

51 

00 

55 

00 

53 

25 

55 

00 

56.80 

59.12 

57.62 

60 

00 

63.17 

49.10 

51 

50 

57 

20 

54 

00 

56 

75 

6 1  !30 

63!l2 

61.12 

64 

60 

69.67 

47.51 

51 

42 

57 

51 

55 

82 

58 

41 

61.06 

62.91 

62.1 1 

62 

51 

68.19 

46 .06 

49 

08 

54 

48 

53 

29 

56 

16 

56.30 

58.56 

57.35 

57 

1 5 

62.54 

48.04 

46 

65 

50 

22 

49 

1  7 

47 

90 

49.32 

50.50 

53.16 

49 

78 

51 .29 

47.39 

45 

89 

48 

98 

47 

95 

46 

62 

48.48 

50.05 

52.28 

48 

18 

48.99 

46 

22 

49 

25 

48 

19 

46 

94 

48.83 

50.34 

48 

68 

/I  Q  7  "3 

47.50 

46 

04 

49 

1  7 

48 

31 

46 

78 

48.77 

50.00 

52.23 

48 

36 

49.57 

't- J.  Jb 

42 

96 

44 

99 

42 

82 

41 

36 

43.77 

45.10 

4  7 .04 

41 

94 

At    C  A 

51.63 

54 

57 

54 

08 

45 

36 

45 

21 

50.83 

52.91 

51.84 

47 

01 

44.49 

76.69 

73 

12 

72 

85 

61 

44 

60 

62 

59.70 

62.88 

62.50 

62 

00 

65.83 

/  U.Uo 

63 

25 

67 

00 

58 

42 

57 

41 

56.92 

61.49 

58 

58 

c  c  r\A 

28.40 

23 

81 

24 

15 

25 

50 

27 

33 

28.80 

31.88 

33.25 

34 

75 

36.67 

I  /  .Ob 

17 

00 

16 

40 

17 

50 

18 

00 

20.20 

21.38 

20 

56 

00  on 
.y  u 

B  ("\  Q 
OU.OD 

73 

33 

75 

05 

68 

75 

69 

33 

76.10 

80.38 

79 

88 

bb.bb 

62 

32 

62 

56 

62 

50 

62 

1 1 

65.50 

70.16 

A  7  Q  Q 

68 

30 

70  1  r\ 

'^o.csu 

47 

30 

50 

30 

51 

30 

49 

80 

48.80 

51.60 

51 

50 

j4  .1  U 

49.10 

52 

90 

58 

30 

59 

00 

59 

90 

61.70 

65  40 

66.60 

66 

50 

71.90 

46.80 

44 

80 

47 

80 

47 

.70 

45 

20 

47.50 

47.60 

51.10 

46 

70 

48.00 

1 9.20 

19 

30 

18 

80 

19 

20 

19 

10 

20.50 

23.90 

24.40 

24 

50 

0 1;  cif\ 
^  D .  DU 

c  "7  1  r\ 
b  /  .  /U 

64 

20 

67 

20 

62 

80 

58 

70 

d58.90 

64.50 

61 

90 

OO.  1  U 

74.88 

81 

43 

88 

48 

85 

95 

84 

81 

79.94 

81.96 

82.14 

80 

98 

84.75 

73.27 

80 

1  5 

86 

74 

83 

84 

82 

46 

77.96 

79.74 

80.14 

78 

96 

Q  0    A  7 
00.**  / 

b  / .  /y 

74 

13 

76 

17 

73 

53 

77 

.62 

74.99 

77.50 

80.25 

85 

00 

90.04 

89 

29 

97 

70 

100 

54 

97 

03 

93  66 

101.78 

106.24 

95 

.36 

96.06 

74.58 

70 

61 

66 

97 

56 

87 

57 

93 

58139 

60'46 

61.58 

58 

30 

57.74 

80.35 

72 

34 

78 

45 

77 

45 

78 

07 

83.54 

90.70 

99.71 

105.24 

99.86 

78.21 

84 

60 

92 

18 

89 

74 

87 

77 

83.47 

85.43 

85.87 

84.48 

0  0  OC 

a  0.00 

135.72 

133 

11 

135 

93 

122 

23 

116 

93 

1 1  9.02 

124.88 

126.26 

124 

52 

1  "3  /I  70 

1  J** .  /  y 

1 30.32 

123 

00 

131 

57 

115 

12 

113 

46 

1 1 6.00 

121.06 

121 .60 

108 

17 

IOC  OK 

79.25 

85 

51 

92 

37 

91 

37 

88 

06 

84.32 

88.17 

84.42 

82 

54 

89.08 

1 67.0 

176.0 

185.9 

195.2 

191.6 

X  o  ^ .  o 

18  7  4 

18  7.6 

187.8 

183.0 

186.0 

191.3 

210.3 

223.0 

225.8 

228!9 

234.0 

236.8 

1  39.2 

141.6 

141.4 

144.2 

144.2 

144.4 

145.5 

149.4 

150.4 

214.0 

220.3 

224.7 

236.7 

222.2 

222.6 

220.7 

221.7 

223.2 

197.6 

205.3 

216.0 

220.4 

213.2 

206.9 

215.5 

222.1 

211.7 

193.6 

200.8 

206.2 

216.5 

214.5 

213.2 

212.7 

215.3 

217.6 

182.0 

191.9 

201.0 

216.0 

213.0 

211.6 

209.7 

21  1.3 

212.5 

208.4 

21 1.5 

211.3 

215.8 

214.4 

212.4 

213.7 

218.7 

222.6 

198.5 

204.5 

208.8 

214.4 

214.3 

215.2 

215.7 

216.7 

219.4 

22.8 

23.3 

24.4 

23.8 

25.5 

26.5 

27.8 

26.8 

26.3 

26.6 

22.2 

20.4 

20.9 

20.6 

21.8 

24.5 

25.7 

25.5 

23.5 

23.4 

St.  Louis  N.S.Y.,  Kansas  City,  Omaha,  Sioux  City,  S.  St.  Joseph,  S.  St. 
equivalent  in  value  of  100  pounds  liveweight.    See  special  article,  LMS-222. 


Paul,  and  Indianapolis.    Bushels  of  No.  2  Yellow  Corn 
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